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Employer Control of Workers' Compensation Costs
H. Allan Hunt, W. E. Upjohn Institute
Rochelle V. Habeck, University of Washington
Michael J. Leahy, Michigan State University
Edward M. Welch, Bureau of Workers' Disability Compensation
Background
This article reports on a research project, recently com 
pleted at the Upjohn Institute, which probed the differences 
in the incidence of workers' compensation (WC) claims 
among Michigan employers and the reasons for those dif 
ferences. The project was sponsored by the Bureau of 
Workers' Disability Compensation (BWDC) of the Michigan 
Department of Labor and the Upjohn Institute. The research 
was a collaborative effort of the Institute, the Bureau, 
Michigan State University, and Habeck & Associates.
The original policy impetus behind the research emanated 
from a desire to find strategies that would lower WC costs 
and reduce workers' suffering at the same time. Policy in 
itiatives over the period 1980 to 1987 substantially lowered 
the cost of WC hi Michigan for most employers, but rumors 
persisted about substantial variability in claims incidence and 
WC costs across individual employers and across substate 
regions.
One of the most promising developments of the last few 
years has been the disability management movement, 
spearheaded by a group of scholars at Michigan State Univer 
sity. 1 Disability management entails a comprehensive, 
systematic, goal-oriented, employer-based approach to 
managing the occurrence and outcomes of disability. The 
goals of a cohesive system of policies and procedures for 
disability management include: (1) prevention of illness and 
injury in the workplace, (2) early identification and interven 
tion for health risks that could lead to incapacity, and (3) the 
rehabilitation of injured or ill workers who do become dis 
abled to restore working capacity and facilitate a timely return 
to work.
With the promising tool of disability management systems 
and the suspicion that some employers hi Michigan were 
already doing substantially better than others with the
incidence of WC claims, all that remained was to link the 
two ideas in one research project. This article reports the 
results of that project.
Method
First the BWDC files were searched for all WC cases clos 
ed in calendar year 1986. 2 These were then tabulated by in 
dividual employer to determine how many claims each 
Michigan employer had experienced. The first surprise was 
that only 19,250 employers had actually closed a WC case 
in 1986, out of a universe of nearly 155,000 employers in 
Michigan at that time. 3 Further, the 1,195 Michigan 
employers who closed 10 claims or more (about 6.2 percent 
of all employers) accounted for over 56.5 percent of all 
claims. Thus only about one employer in eight actually had 
any WC claims in 1986, and a tiny minority of employers 
actually accounted for the bulk of the cases.
These figures were then matched to data made available 
by the Michigan Employment Security Commission that 
made it possible tcTdeierniine the industry and employment 
level for each employer with at least one closed WC claim. 
Due to the large incidence of small employers with no claims, 
all employers with less than 50 employees were omitted from 
the analysis. 4 This process resulted in a sample of 5,568 
Michigan firms, which represents approximately 80 to 90 
percent of the universe of firms with more man 50 employees 
that also had at least one closed WC claim in calendar year 
1986. Finally, employers were sorted into their respective 
industries and a comparative analysis was done on the in 
cidence of closed WC claims in 1986 per iOO employees.
Four industries were selected for in-depth analysis: Food 
Production (SIC 20), Fabricated Metals (SIC 34), Transpor 
tation Equipment Manufacturing (SIC 37) and Health Care 
Services (SIC 80). These industries were selected for their 
size and diversity and to be reasonably representative of the
range of experience among Michigan employers. In each in 
dustry, the claims incidence analysis was used to select the 
best 15 percent and the worst 15 percent in claims experience 
in 1986. These firms became the low-claims and high-claims 
samples, respectively.
A questionnaire was developed to probe the organizational 
characteristics, disability management practices, and cor 
porate climate of the respondent firms. This was sent to the 
284 firms in the high- and low-claims samples with a letter 
requesting their participation in the study. After two mail 
follow-ups and at least one telephone call, a completed sam 
ple of 124 firms (43.7 percent) was secured.
Findings
Table 1 shows the WC claims rates for all industries 
(2-digit SIC level) with more than 50 firms in the matched 
sample. The industries are rank ordered according to their 
level of WC claims, with trucking at the top and educational 
services at the bottom of the distribution.
An extremely high degree of variation exists among firms 
in the same general industry. Figure 1 shows one such 
industry—Transportation Equipment Manufacturing (SIC 
37)—which is one of Michigan's largest and most signifi 
cant industries. Among the 168 firms in the matched sam 
ple, 6 percent had less than one claim per 100 employees 
and another 8 percent had more than 11 claims per 100 
employees—more than a tenfold range. Further, this finding 
was not unique to motor vehicles or even to manufacturing. 
Every one of the 29 industries in Table 1 showed more than 
a tenfold variation between the claims experience of the best 
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There was substantial variation in the claim rates among 
the high- and low-claims firms in the sample that returned 
the Institute questionnaire, as well. High-claims firms had 
an average of 7.2 closed WC claims per 100 employees, 
while low-claims firms had an average of only 1.8 per 100. 
These differences substantially exceed those found in the 
OSHA log data, where high-claims firms reported 34 OSHA 
"incidents" per 100 employees and low-claims firms 
reported only 17 per 100. This also demonstrates that the 
differences in the accident rates only account for half the dif 
ferences in the WC claims rates, since high-claims firms have 
four times as many WC claims but only twice as many 
accidents.
These findings made the results of the employer survey 
even more interesting. If it is possible to determine which 
firm policies or characteristics correlate with low WC claims 
incidence, it is possible that WC performance can be im 
proved by transferring the policies developed in the best firms 
to those firms that are not doing so well. While no one would 
expect to see improvements of 10 to 1, there may be substan 
tial gains available to the employer who makes the effort.,
Characteristics of High-Claims Firms
Among the factors measured by the survey that seemed 
to differentiate the high-claims group were the following:
Union organized workforce;
Higher proportion of minorities in workforce;
Higher proportion of workforce with less than two years
of tenure;
Higher turnover rate in workforce; 
Higher proportion of injuries resulting in lost worktime.
Seventy-four percent of high-claims employers report the 
presence of a union, compared with only 41 percent of low- 
claims employers. This means, however, that there was still 
a strong minority (more than 40 percent) of unionized firms 
that achieved low-claims status. The fact that high-claims 
employers had an average of 19 percent minority employees 
compared to 10 percent for low-claims employers is thought 
to be due to the less advantageous job distribution for minori 
ty workers.
Most striking of all however, are the last two findings: 
that high-claims employers have higher turnover rates and 
a higher proportion of injuries resulting in lost worktime. 
In other words, within any specific industry, high-claims 
firms are less attractive places to work than low-claims firms. 
Further, the fact that low-claims employers have a lesser pro 
portion of all injuries turn into lost worktime injuries im 
plies either that these firms are having less serious accidents 
or that they are more successful at preventing them from turn 
ing into disability claims. In either event, both the employees 
and the firm would seem to be the winners if fewer workers 
are injured and fewer WC claims are entered.
Table 1 
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a. Number of firms successfully matched which employ more than 50 workers.
b. The coefficient of variation is the standard deviation of the distribution divided by the mean and multiplied by 100. It is a quick way to compare the
central tendency (or lack thereof) across different distributions.
Areas that Showed No Significant Differences
There were also a number of areas where differences were 
expected but were not found. These included the following:
Employment growth in the past two years;
WC insurance arrangements;
Proportion of hourly workers;
Proportion of part-time workers;
Proportion of workers under 25 years of age;
WC claims dispute rate.
It was anticipated that the rate of employment growth 
would be correlated with WC claims incidence because of 
the tendency of claims to rise when layoffs occur. In fact,
low-claims firms were expanding more rapidly (nearly 6 per 
cent over two years versus less than i percent), but the dif 
ferences were not great enough to be statistically signifiant. 
Similarly, it was expected that the higher the proportion of 
hourly workers and part-time workers, the higher the WC 
claims rate. Such differences were not confirmed in the data 
however.
The WC insurance arrangements refer to the status of the 
employer as self-insured, group self-insured, or insured with 
a commercial carrier for WC coverage. There were no 
significant differences found between low-claims and high- 
claims employers in their WC insurance arrangements. Good 
and bad claims records were demonstrated within each 
population.
The WC claim dispute rate was another programmatic 
variable that was expected to be correlated with claims in 
cidence. This variable tests whether the elevated claims rate 
among high-claims firms simply reflects more litigious en 
vironments. If it were the case that there is a "legitimate" 
injured worker population with a population of "bogus" 
litigated claims superimposed on top, this variable should 
reveal that fact. In fact, however, low-claims employers 
reported higher rates of litigation (nearly 9 percent of all 
claims, versus 5 percent for high-claims employers). 
Presumably, this finding reflects the fact that low-claims 
employers are monitoring their workers' compensation pro 
grams more effectively.
Characteristics of Low-Claims Firms
Characteristics that were significantly more likely to be 
found among low-claims employers included the following:
Larger number of employees;
Higher proportion working overtime;
More vigorous monitoring and correction of unsafe
behaviors;
Safety training for new or transferring employees; 
Management modeling and attending to safe behaviors; 
Wellness programs or fitness resources for employees; 
Modified work assignments to assist the return to work
by injured employees; 
Encouraging immediate supervisors to assist the return to
work by injured employees; 
Employee assistance programs; 
Regular screening of employees for health risk factors.
Low-claims firms were larger, on the average, than high- 
claims firms. The mean employment level for high-claims 
firms was 203 employees, while low-claims firms had 364 
employees on the average. Low-claims firms also had 
substantially more employees working overtime schedules, 
27 percent compared to 16 percent for high-claims firms.
The other significant differences between low- and high- 
claims employers came from the organizational self- 
assessment filled out by respondents on behalf of their firms. 
Respondents were asked to review a set of 30 policies and 
procedures believed to contribute to effective disability 
management, and to critically rate the extent to which their 
firm actually used these procedures.
The list presented above shows that low-claims employers 
reported significantly more frequent use of a number of these 
procedures. Among the more interesting findings of the 
survey is the fact that low-claims employers are more likely 
to report that they "provide safety training as a regular part 
of orientation for new and transferred employees." This
behavior might contrast with routine scheduled safety train 
ing for all employees; in other words, the low-claims 
employers make sure that all employees receive safety train 
ing immediately.
The encouragement and actual utilization of "light duty 
assignments and/or modified work" was also a noteworthy 
area of contrast. Low-claims employers were significantly 
more likely to report use of such policies (average of about 
75 percent of the time as opposed to an average of about 
half the time for high-claims employers). They were also 
significantly more likely to report that first-line supervisors 
are encouraged to assist the return of injured workers to their 
departments (including charging back the cost of disability 
to the individual department level to provide a more direct 
incentive to support return to work efforts).
Finally the use of employee assistance programs (for 
alcoholism, drug abuse, personal problems, etc.), wellness 
programs and fitness resources also correlated with lower 
WC claims incidence. The regular screening of employees 
for health risks is also consistent with employers who take 
an active interest in the well-being of their employees. The 
results of this survey indicate that such programs also are 
associated with a lower incidence of workers' compensation 
claims.
Conclusions
This study has demonstrated that there are systematic dif 
ferences among employers in WC claims incidence, and that 
a significant portion of the variation reflects policies and pro 
cedures that are under the control of the firm. In general, 
workforce characteristics turned out to be less significant than 
expected at the beginning of the study.
The study of workers' compensation factors yielded some 
real surprises. High-claims employers had four times the WC 
claims incidence of low-claims employers, but only twice 
as many OSHA log incidents. Thus half the difference among 
employers may be accounted for by something other than 
accident incidence. The most indicative finding in this area 
is that low-claims employers showed significantly lower pro 
portions of incidents that turned into lost-worktime compen- 
sable injuries. It seems that low-claims employers are either 
experiencing less serious accidents, or are somehow able to 
prevent many accidents from becoming WC cases.
If it can be more conclusively demonstrated that these dif 
ferences are the result of employer initiatives, the policy im 
plications are obvious and very important. We can choose 
to have fewer injuries, less serious injuries, fewer disabled 
workers, and lower disability costs; all that remains is to 
determine how cost effective these improvements may be.
For a copy of the final report: Disability Prevention 
& Management and Workers' Compensation Claims, 
please send $10.00 to the W. E. Upjohn Institute, 300 
South Westnedge Avenue, Kalamazoo, MI 49007.
NOTES
1. Denise G. Tate, Rochelle V. Habeck, and Donald E. Galvin, "Disability 
Management: Origins, Concepts and Principles for Practice," Journal of 
Applied Rehabilitation Counseling 17(3), pp. 5-12.
2. A closed case is one that is no longer in active payment status or pend 
ing administrative action. This can mean that the individual WC claimant
has recovered from a disability and returned to work, that the claimant has 
accepted a lump-sum settlement (referred to as a redemption of the 
employer's liability in Michigan) and released the insurer from further liabili 
ty, that the claim has been found unworthy in an administrative procedure 
or by mutual agreement of the parties, or even that the claimant has died 
after a period of weekly benefit payments.
3. WC coverage of the total population of Michigan employers would be 
nearly universal since Michigan statute requires coverage for all employers 
with one full-time or three part-time employees.
4. It is worth noting that an employer with an expected injury rate of 2 per 
100 employees and an employment level of 50 would be expected to sus 
tain an average of one compensable claim per year. Thus, the random ele 
ment would dominate the claims incidence of the smaller employers.
5. This also proved to be true at the 4-digit SIC level for the industries that 




West Michigan Manufacturing Growth Slowed by a Winter Cold
George A. Erickcek
Total employment in West Michigan grew a strong 1.1 percent in the final quarter of 1988. Employment in both 
nonmanufacturing and government rose sharply, 1.4 percent and 2.4 percent respectively. Employment in manufac 
turing, on the other hand, inched up just 0.2 percent. In the early months of 1989, we expect a similar pattern: 
healthy employment growth in the region's nonmanufacturing sectors, accompanied by sluggish employment growth 
hi manufacturing. The region's Index of Help-Wanted Advertising increased 2.4 percent in the fourth quarter 
of 1988; however, its Index of Leading Indicators stumbled, falling 2.6 percent. Statewide, continued employ 
ment growth is expected in all sectors.
The National Setting
The Gross National Product (GNP) grew at a modest 2.0 
percent annual rate in the last quarter of 1988, down from 
its 2.5 percent pace in the third quarter. This rather lackluster 
performance is misleading, however, and does not accurately 
reflect the true strength of the economy as it enters 1989. 
According to the U.S. Department of Commerce, if the 
dramatic effects of last summer's drought were ignored, GNP 
would have expanded at a robust 3.1 percent annual rate in 
the fourth quarter.
Chart 1
United States Employment 





SOURCE: Based on U.S. Department of Labor data.
The Commerce Department reported further that GNP 
grew a healthy 3.8 percent in all of 1988 in spite of the sum 
mer drought, and that 1988 was the sixth year in the current 
expansion.
Consumer spending continues to supply much of the steam 
in this prolonged expansion, growing at a 2.8 percent an 
nual rate in the fourth quarter. Consumer expenditures on 
durable goods fully recovered from their dismal third-quarter 
performance (0.2 percent decline), and grew at a 2.1 per 
cent annual rate in the fourth quarter. Consumer expenditures 
on nondurable items rose at a 1.9 percent annual rate, and 
spending on services increased at a fast 3.7 percent annual 
pace in the fourth quarter.
Fueling consumer spending was a 4.7 percent increase in 
disposable personal income in the fourth quarter, on top of 
a 5.6 percent increase in the third quarter.
Unfortunately, many of the goods consumers took home 
were imports, contributing to an overall import growth 
of 7.0 percent in the fourth quarter. In the third quarter, 
imports grew at an even higher pace of 13.1 percent. 
In spite of the dollar's tumble from its 1985 peak, imports' 
share of domestic demand for goods reached a record high 
in 1988.
The fourth quarter's exports could not keep up with 
imports, growing at a slow 2.8 percent pace, far below their 
outstanding 14.5 percent surge recorded in the previous 
quarter. In December 1988, the merchandise trade deficit 
narrowed to $11.3 billion from $12.2 billion in November.
The fourth-quarter statistics told additional bad news: 
business investment (nonresidential) declined at a 3.7 per 
cent annual rate in the fourth quarter, as expenditures for 
both structures and producer durables fell 5.6 and 3.0 per 
cent on an annual rate, respectively. For the year, however,
Table 1 
Michigan (Statewide) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, help-wanted index from The Conference Board and employment data from Michigan Employment Security Commission. National components 
in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Table 2
West Michigan (5 MSAs) Statistics 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, ad counts from five daily newspapers and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
business investment grew at a brisk 9.5 percent annual rate, 
driven by a robust 13.4 percent increase in producers' durable 
equipment investment.
On the brighter side, residential construction registered a 
strong gain in the quarter, up 12.7 percent at an annual rate 
and outstripping its third-quarter pace of 4.3 percent. Fur 
thermore, factory orders jumped 4.1 percent in December 
and construction spending increased 2.5 percent on an an 
nual rate.
Employment statistics for January lend further support to 
the view that the economy is still expanding—perhaps too 
much so. The nation's payroll grew by over 400,000 workers 
in January, far above its December increase of 221,000. In 
January, the nation's unemployment rate remained below 5.5 
percent, inching up slightly to 5.4 percent.
With the economy still running strong, more and more 
economists are watching the landscape for inflationary fires. 
In the fourth quarter, the implicit price deflator matched the 
third quarter's 4.7 percent annual growth rate, and the con 
sumer price index rose a moderate 4.4 percent over the 
12-month period ending in December. In January, however, 
wholesale prices shot up a full 1 percent (12.7 percent an 
nual rate) and consumer prices jumped 0.6 percent, which 
triggered the Federal Reserve to increase its discount rate 
from 6.5 percent to 7.0 percent. Major banks have raised 




Percentage Change, Fourth Quarter 1988
SOURCES: Based on U.S. Department of Labor and Michigan Employ 
ment Security Commission data.
Regardless of whether the surprise jump hi wholesale and 
consumer prices in January is a true warning of an ap 
proaching price spiral, private industry has experienced ris 
ing unit labor costs. Driven by escalating health insurance 
costs and an increase hi social security taxes, the cost of 
wages, salaries and benefits climbed 4.9 percent in 1988, 
outdistancing its 3.3 percent increase in 1987. Productivity
in nonfarm activities, on the other hand, increased just 1.0 
percent in 1988. In the fourth quarter, nonfarm labor costs 
jumped 5.6 percent while productivity remained unchanged.
In spite of the above concerns about inflation, most 
economists and the nation's Index of Leading Indicators still 
agree that the expansion is not showing any serious signs 
of weakening. The February Blue Chip Economic Indicators' 
consensus forecast for the 1989 GNP growth rate remained 
unchanged from last month's forecast of 2.7 percent. Final 
ly, the government's Index of Leading Indicators for 
December rose 0.6 percent, with six of its nine components 
advancing.
The State of Michigan
Total employment in the state grew a healthy 1.0 percent 
in the fourth quarter, recovering from its 0.2 percent decline 
in the previous quarter. Over the past four quarters, total 
employment has increased a moderate 1.6 percent in the state.
Manufacturing employment grew a moderate 0.7 percent 
in the fourth quarter, erasing its 0.6 percent decline in the 
third quarter. Nonmanufacturing employment grew 0.8 per 
cent in the fourth quarter, on top of a modest 0.3 percent 
in the third quarter. Employment growth in government took 
first place honors as it recorded a robust 2.3 percent rise.
The state's unemployment rate inched downward in the 
fourth quarter by one-tenth of a percent to 7.2 percent.
The Michigan Index of Leading Indicators increased by 
1.6 percent in the fourth quarter, after falling 0.6 percent 
in the previous quarter. A substantial 12.3 percent drop in 
the number of initial claims for unemployment insurance was 
responsible for much of the improvement. In addition, 
the average weekly hours of production workers increased 
1.6 percent, offsetting its 1.4 percent decline recorded in the 
third quarter. On the down side, the number of new dwell 
ing units put under contract in the state fell 4.8 percent, more 
than' erasing the modest 1.8 percent increase in the third 
quarter.
The Detroit Help-Wanted Advertising Index rose 2.8 per 
cent on top of a strong 4.6 percent increase recorded in the 
third quarter.
In findings that could negatively affect Michigan's grow 
ing tourist business, the Department of Natural Resources 
reported that high levels of toxic chemicals were found in 
fish taken from the Great Lakes. Nine out of ten fish taken 
from the big lakes had levels of toxic chemicals considered 
harmful to fish-eating wildlife. Moreover, one in four con 
tained toxic levels deemed unsafe for human consumption. 
Disturbingly, the most widespread contaminates found are 
PCBs and the pesticide DDT, both of which have been ban 
ned or strictly regulated for over 10 years.
Chart 3
Michigan and West Michigan Indexes 
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Outlook for West Michigan
Total employment grew a healthy 1.1 percent in the five 
metropolitan areas of West Michigan in the fourth quarter, 
outpacing the 0.6 percent growth recorded in the third 
quarter.
Employment in government increased a robust 2.4 per 
cent, more than offsetting its 1.4 percent decline in the 
previous quarter. Nonmanufacturing employment also rose 
a strong 1.4 percent in the fourth quarter. In the third quarter, 
this sector's employment had increased only 0.3 percent. 
Employment in manufacturing rose 0.2 percent in the fourth 
quarter, partially erasing its 0.6 percent decline in the 
previous quarter.
Chart 4
West Michigan Employment 





In spite of healthy employment growth, the weighted 
average unemployment rate for the five metropolitan areas 
rose two-tenths of a percent to 5.9 percent in the fourth 
quarter. The region's jobless rate was 6.2 percent in the same 
quarter last year.
The composite Index of Help-Wanted Advertising rose a 
healthy 2.4 percent in the fourth quarter; however, the 
region's Index of Leading Indicators declined 2.6 percent. 
This decline comes after a strong 4.6 percent jump in the 
Index in the third quarter.
The decline in the region's Index of Leading Indicators 
can be partially attributed to a significant 13.4 percent decline 
hi the number of new dwelling units put under contract. The 
other two local components of the Index improved modest 
ly in the fourth quarter. The average weekly hours of pro 
duction workers increased a slight 0.2 percent after falling 
0.5 percent in the previous period, and the number of initial 
claims for unemployment insurance dropped 2.4 percent 
following a deeper 7.8 percent decline in the third quarter.
ChartS
Unemployment Rates 
Third Quarter  1988 and Fourth Quarter 1988
United States
SOURCE: Based on Michigan Employment Security Commission data for 
5 MSAs in West Michigan.
The state presented a $5.8 million grant to the Research 
Technology Institute of West Michigan (RTI) to provide 
technical assistance for manufacturers in West Michigan. 
About 60 percent of the grant is earmarked for the Michigan 
Modernization Service, a program designed to enhance the
10
competitiveness of small- and medium-sized businesses. RTI the same time, planners are discussing the possibility of a
is housed in Grand Valley State University's new Eberhard multicounty resource recovery complex in Montealm Coun-
Center in downtown Grand Rapids. ty, northeast of Grand Rapids. Presently most of Michigan's
	83 counties are updating their existing solid waste plans.
In Southwest Michigan, Allegan, Berrien, Cass, Regional cooperation is essential in this effort, since solid
Kalamazoo, St. Joseph and Van Buren Counties have join- waste is already being hauled across county lines throughout
ed an inter-county solid waste disposal study committee. At the state.
11
The BUSINESS OUTLOOK
for the BATTLE CREEK MSA
Total employment grew a healthy 1.3 percent in the fourth 
quarter in the Battle Creek MSA, due to a strong manufac 
turing sector. Employment growth in manufacturing may cool 
in the first quarter of 1989, however, while employment in 
nonmanufacturing should continue to expand.
Employment in manufacturing jumped 1.4 percent in the 
fourth quarter, after declining 0.3 percent in the previous 
quarter. The employment increase was due to area manufac 
turers not laying off as many workers as is seasonally 
expected during the fourth quarter. In fact, the seasonally 
unadjusted manufacturing employment estimates released by 
the MESC showed a slight decline in manufacturing employ 
ment during the fourth quarter.
Chart BC-1
Battle Creek Indexes
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Employment in nonmanufacturing continued to expand, 
growing 1.2 percent in the fourth quarter, on top of a 1.6 
percent boost in the third. Finally, government employment 
reversed its downward trend, increasing 1.1 percent in the 
fourth quarter. In the third quarter, government employment 
dropped 0.2 percent.
Unemployment in the Battle Creek MSA fell two-tenths 
of a percentage point to 6.5 percent in the fourth quarter and 
is 1.5 percentage points below its level of a year ago.
The area's Index of Leading Indicators fell 2.0 percent in 
the fourth quarter, after rising an outstanding 7.0 percent in
the previous quarter. The moderate decline suggests slower 
growth in manufacturing during the coming months.
Chart BC-2
Battle Creek Employment 
Percentage Change, Fourth Quarter 1988
-3.OX 00% 30%
SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The Index was pulled down by a sharp 38.8 percent drop 
in the number of new dwelling units put under contract in 
the fourth quarter. This decline is not too surprising since 
it came after a 66.0 percent jump in housing starts in the 
previous quarter. The number of initial claims for unemploy 
ment insurance fell for the third straight quarter, dropping 
3.0 percent. Over the past four quarters, the number of new 
claims plummeted 16.8 percent. Finally, average weekly 
hours of production workers grew 3.1 percent, after increas 
ing a 0.4 percent in the third quarter.
The area's Index of Help-Wanted Advertising increased 
a healthy 4.6 percent in the fourth quarter. This rise, on top 
of a strong 6.3 percent growth in the previous quarter, sug 
gests continued employment growth in nonmanufacturing can 
be expected in the first quarter of 1989.
Battle Creek Unlimited (BCU) has submitted a proposal 
to the U.S. Foreign Trade Zone Board to expand the pres 
ent Foreign Trade Zone from its current 50,000 square-foot 
area in the Frederick R. Brydges Custom Cargo Center in 
the Fort Custer Industrial Park to cover all 3,000 acres of 
the park. In the application, BCU lists 18 foreign-based firms 
that cited the availability of the trade zone as one of the 
reasons for locating in Battle Creek. Currently, these firms 
employ 2,177 workers and are projected to employ as many
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as 5,000 in the future. In a free trade zone, no duties are 
levied on imported goods until they are moved to U.S. soil 
outside of the zone. Goods can be inspected, tested,
displayed, stored, re-exported, repaired or used to build other 
goods, with duties being paid if and when the goods (modified 
or not) enter U.S. territory outside of the zone.
Table BC-1
Battle Creek (Calhoun County) Statistics 
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SOURCES: W.E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Ekxlge Division, McGraw Hill Information Systems Company, 
ad count from Battle Creek Enquirer and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Battle Creek 














1978 Annual Average 1988 Annual Average
Over the past 10 years, total wage and salary employment has remained constant hi the Battle Creek MSA. The share 
of employment hi manufacturing dropped sharply from 36 percent to 26 percent during the 10 years, due to a marked 
decline of 5,700 workers hi durable goods production. Services, retail and government increased their share of total 
wage and salary employment over the 10 years.
SOURCE: Michigan Employment Security Commission.
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The BUSINESS OUTLOOK
for the BENTON HARBOR MSA
Propelled by an expanding nonmanufacturing sector, total 
employment increased a healthy 1.0 percent in the Benton 
Harbor MSA in the final quarter of 1988. Signs indicate that 
the area's manufacturing sector may reawaken in the com 
ing months, while employment growth in nonmanufacturing 
may slow.
Employment in nonmanufacturing grew a strong 1.5 per 
cent in the fourth quarter, on top of a 0.6 percent increase 
in the previous quarter. Although employment in most of 
the major sectors in nonmanufacturing grew, it was the ser 
vice sector that experienced the largest employment increase. 
Government employment jumped an outstanding 1.9 percent 
in the fourth quarter, after increasing a small 0.2 percent 
in the previous quarter.
Chart BH-1
Benton Harbor Indexes
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Employment in manufacturing remained unchanged in the 
fourth quarter after dropping a slight 0.2 percent in the third 
quarter. Over the past four quarters, employment in manufac 
turing has fallen 1.9 percent.
The area's unemployment rate increased one-tenth of a per 
cent to 6.8 percent in the fourth quarter. Over the past year, 
the area's unemployment rate has continued to hover around 
6.7 percent.
The area's Index of Leading Indicators increased a strong 
2.2 percent in the fourth quarter after falling 0.7 percent in 
the previous quarter. The quarter's strong performance is 
encouraging and suggests that the area's manufacturing sector 
may be hiring again in the coming months.
Chart BH-2
Benton Harbor Employment 







SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The number of initial claims for unemployment insurance 
dropped 8.1 percent in the fourth quarter. In the third quarter 
new claims were also down 0.4 percent. The number of new 
dwelling units put under contract increased 13.4 percent after 
falling 12.1 percent in the previous quarter. Finally, average 
weekly hours of production workers declined 0.5 percent, 
partially erasing its 1.4 percent increase hi the previous 
quarter.
The area's Index of Help-Wanted Advertising declined 1.3 
percent, following a smaller 0.6 percent drop in the third 
quarter. Employment growth in nonmanufacturing is ex 
pected to slow in the first quarter of 1989.
Tourism in Berrien, Cass and Van Buren Counties is grow 
ing at a 30 percent faster rate than in the state overall, ac 
cording to a study conducted by the Southwestern Michigan 
Planning Commission for the Southwestern Michigan Tourist 
Council. The report estimates that between 6,000 to 8,000 
jobs depend on the travel industry annually in southwestern 
Michigan. The report does note that many of these jobs are 
part time and that the average annual wage is $6,800.
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Whirlpool became the world's largest appliance company 
when it agreed with N.V. Philips' Gloeilampenfabrieken of 
the Netherlands to form Whirlpool International, B. V. The 
new company, with expected sales of $2 billion, will push 
Whirlpool's annual revenue to $6 billion. Whirlpool will re 
main second to General Electric in U.S. domestic sales.
Du-Wel Products of Bangor (Van Buren County) has been 
acquired by Inverness Partners, a Cleveland-based invest 
ment firm. Du-Wel makes aluminum and zinc die casting 
for the automotive, furniture and other industries and 
employs 600 companywide. The company has plants in 
Bangor, Hartford and Dowagiac.
Table BH-1 
Benton Harbor (Berrien County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Benton Harbor Herald Palladium and employment data from Michigan Employment Security Commission. National components 
in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Benton Harbor 















1978 Annual Average 1988 Annual Average
Over the past 10 years, total wage and salary employment declined 4 percent in the Benton Harbor MSA. The share 
of employment in durable manufacturing declined from 30 percent to 24 percent, while nondurable manufacturing in 
creased slightly. The retail and service sectors gained employment share in the 10-year period. 
SOURCE: Michigan Employment Security Commission.
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The BUSINESS OUTLOOK
for the GRAND RAPIDS MSA
Total employment in the Grand Rapids MSA (Kent and Ot 
tawa Counties) increased 0.9 percent in the fourth quarter, 
exactly matching its third-quarter growth. Employment 
growth in the area is expected to slow in the first quarter 
of!989, both in the manufacturing and nonmanufacturing 
sectors.
Employment in manufacturing increased a slight 0.2 per 
cent in the fourth quarter after increasing a healthy 1.1 per 
cent the third quarter. Employment in manufacturing grew 
nearly 4 percent over the past year. Employment in non- 
manufacturing increased a moderate 0.8 percent in the fourth 
quarter, on top of a 1.3 percent jump in the previous quarter.
Chart GR-1
Grand Rapids Indexes
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Government employment jumped an outstanding 4.0 per 
cent in the fourth quarter, more than erasing its 1.7 percent 
decline hi the previous quarter. The employment increase 
was hi local government, whereas employment in the area's 
state and federal governmental units remained stable.
In spite of healthy employment growth, the area's 
unemployment rate climbed three-tenths of a percent to 5.4 
percent in the fourth quarter and is just two-tenths of a per 
cent below its level of a year ago.
Both the area's Index of Leading Indicators and Index of 
Help-Wanted Advertising fell in the fourth quarter. The In 
dex of Leading Indicators dropped 1.4 percent, partially
erasing its strong third-quarter growth of 2.8 percent. More 
unsettling, the Index of Help-Wanted Advertising dropped 
1 .6 percent after falling 4.6 percent in the previous quarter. 
This is the first time this Index has fallen for two consecutive 
quarters since 1982. The decline in both of these indexes 
suggests a slowing in the area's overall economy during the 
first quarter of 1989.
Chart GR-2
Grand Rapids Employment 






SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The area's Index of Leading Indicators fell, due to a 15.3 
percent decline in the number of new dwelling units put under 
contract. In the third quarter, the number of new dwelling 
units put under contract rose 19.5 percent. The number of 
initial unemployment claims continued its downward descent, 
falling a further 5.2 percent in the fourth quarter on top of 
a 4.7 decline in the third quarter. The average weekly hours 
of production workers inched up 0.2 percent in the fourth 
quarter after falling 1.2 percent in the previous quarter.
The future appearance and function of the Grand Rapids 
downtown has been the focus of much discussion of late. 
In December, the City Commission rejected plans for an 
18-story office structure to be located on "Wurzburg 
Square" in the heart of the downtown area. The plan pro 
posed by Faison Associates of Charlotte, North Carolina was 
set aside because the developer wanted to hold off construc 
tion of a 150,000 square-foot, four-story retail center until 
1993. The developer feared that the downtown retail market 
was too soft to support the retail portion of the project until 
that time. The rejection of Faison's proposal cleared the way
16
for another downtown office tower, Watermark Place, which 
was competing for the same major tenants.
Faison's fears seemed to be substantiated when City Cen 
tre, the $15 million indoor, downtown mall, announced in 
January that it was cutting back on its retail space. The 
third floor of the mall is to be converted from retail to office 
use.
In Holland, Donnelly Corporation, an automotive glass 
supplier, announced plans to spend more than $2 million 
on a 100,000 square-foot addition to one of their two area 
plants. Once completed, 300 to 400 new jobs will be created. 
On the down side, Chris-Craft, a well-known builder of 
pleasure boats, closed its Holland plant, eliminating 70 jobs. 
The firm employed up to 600 workers in Holland as recent 
ly as 1983.
Table GR-1 
Grand Rapids (Kent & Ottawa Counties) Statistics














Average weekly hours .... 
UI initial claims .........









































































SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Grand Rapids Press and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Grand Rapids 















1978 Annual Average 1988 Annual Average
Over the past 10 years, total wage and salary employment grew 25 percent in the Grand Rapids MSA. Although employ 
ment increased in all the area's major industry sectors, the industrial composition of the area's workforce changed 
significantly. The share of employment in durable manufacturing declined 5 percent, even though there was an absolute 
employment increase in the sector. The service, retail and wholesale sectors increased their share of total wage and 
salary employment from 2 to 3 percent over the 10 years.
SOURCE: Michigan Employment Security Commission.
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The BUSINESS OUTLOOK
for the KALAMAZOO MSA
Total employment in the Kalamazoo MSA grew a strong 
1.5 percent in the final quarter of 1988. The expansion was 
driven by a robust nonmanufacturing sector. Continued 
employment growth is expected in both the area's non- 
manufacturing and manufacturing sectors in the first months 
of 1989.
Employment in nonmanufacturing soared 2.6 percent in 
the fourth quarter of 1988 after a very sluggish third quarter 
in which employment remained unchanged. Employment 














1982 1983 1984 1985 1986 1987 1988
Employment in manufacturing increased a moderate 0.3 
percent, nearly matching its 0.4 percent growth in the 
previous quarter. Over the year, manufacturing employment 
grew 2.1 percent. Government employment remained vir 
tually unchanged hi the fourth quarter. In the previous 
quarter, employment in government rose 0.3 percent.
In spite of strong employment growth, the area's 
unemployment rate stayed relatively constant, rising just one- 
tenth of a percent in the quarter to 4.7 percent. The average 
annual unemployment rate for the Kalamazoo MSA was 4.8 
percent hi 1988.
The area's Index of Leading Indicators continued to climb, 
increasing a moderate 0.7 percent hi the fourth quarter after
jumping 2.9 percent in the previous period. Continued 
employment growth in manufacturing is suggested.
Chart K-2
Kalamazoo Employment 
Percentage Change, Fourth Quarter 1988




SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The moderate fourth-quarter growth hi the Index was par 
tially attributed to a 1.5 percent decline in the number of 
initial claims for unemployment insurance and a modest 0.2 
percent rise hi the average weekly hours of production 
workers. In the third quarter, initial claims fell 6.8 percent 
and average hours worked also declined 0.7 percent. The 
number of new dwelling units put under contract dropped 
a slight 3.0 percent in the quarter; however, over the past 
four quarters, this component of the Index has grown an im 
pressive 90.1 percent.
The area's Index of Help-Wanted Advertising increased 
by a strong 6.3 percent hi the fourth quarter, on top of a 
1.0 percent rise in the previous quarter. Over the past four 
quarters, the area's Index of Help-Wanted Advertising has 
increased an outstanding 21.2 percent.
The Upjohn Company announced that it will contribute 
$750,000 over the next five years to Kalamazoo County's 
new effort to stimulate new business hi the area: the CEO 
(Creating Economic Opportunity) Council. With the creation 
of the CEO Council, the former Kalamazoo County 
Economic Expansion Corporation has been renamed CGA, 
Inc. (the Community Growth Alliance) for Kalamazoo 
County.
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The CEO Council's long-range goals include establishing 
a research/business park, developing an incubator for start 
up businesses, assembling a CEO-controlled land bank, and 
adding 20,000 new jobs hi the next five years. In addition 
to the Upjohn Company, funding commitments have been 
made by both Bronson and Borgess hospitals, the Chamber 
of Commerce, and area banking and saving institutions.
The Upjohn Company also prepared and circulated what 
has been termed the "Kalamazoo Compact," a document 
which addresses a wide range of community concerns, from 
government and education to employment and environment 
and human services. The charter was mailed to 150 com 
munity leaders for their signatures hi support, and over 140 
were returned.
Table K-l 
Kalamazoo (Kalamazoo County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Kalamazoo Gazette and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Kalamazoo 













1978 Annual Average 1988 Annual Average
Over the past 10 years, total wage and salary employment grew almost 15 percent in the Kalamazoo MSA. Although 
employment increased in all of the area's major sectors (except durable manufacturing), the industrial composition of 
the area's workforce changed. The share of employment in manufacturing dropped slightly from 32 percent to 28 per 
cent. The service, retail and wholesale sectors increased their share of total wage and salary employment over the 10 years.
SOURCE: Michigan Employment Security Commission.
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The BUSINESS OUTLOOK
for the MUSKEGON MSA
Total employment in the Muskegon MSA grew a healthy 
1.1 percent in the final quarter of 1988. In the coming 
months, only modest employment growth is expected in both 
the area's manufacturing and nonmanufacturing sectors, 
however.
Employment in nonmanufacturing grew a strong 1.3 per 
cent in the fourth quarter, after inching out only a 0.2 per 
cent increase in the previous quarter. Government employ 
ment increased an outstanding 2.3 percent in the fourth 
quarter, after falling a modest 0.3 percent in the third quarter.
Chart M-l
Muskegon Indexes
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On the other hand, employment in manufacturing remained 
unchanged in the fourth quarter. In the third quarter, 
manufacturing employment declined a scant 0.1 percent. 
Over the past four quarters, manufacturing employment has 
dropped 2.4 percent.
In spite of the healthy growth in total employment, the 
area's unemployment rate rose by six-tenths of a percent to 
9.0 percent in the fourth quarter. The fourth quarter's rate 
matched the rate of a year ago.
Both the area's Index of Leading Indicators and Index of 
Help-Wanted Advertising remained virtually unchanged in
the fourth quarter, suggesting modest employment gains, at 
best, in the first months of 1989.
Chart M-2
Muskegon Employment 





SOURCE: Based on Michigan Employment Security Commission data. 
Seasonally adjusted by the Institute.
The Index of Leading Indicators remained unchanged 
although the number of new dwelling units put under con 
tract increased 12.1 percent after declining 1.3 percent in 
the third quarter. The average weekly hours of production 
workers decreased 1.0 percent, offsetting its 1.2 percent rise 
in the previous quarter. Finally, the number of initial claims 
for unemployment insurance grew 5.3 percent after tumbling 
11.6 percent in the third quarter.
Central Michigan Railway Co. has asked for federal ap 
proval to abandon its Muskegon-Grand Rapids rail line, 
.which it purchased only 18 months ago from Grand Trunk 
Western. CSX will still serve Muskegon, but local shippers 
will lose the advantage of having the two rail lines bidding 
for their business.
Teledyne appears to have won an intensive competition 
for the engine contract for a U.S. Army tank recovery vehi 
cle. If Teledyne is awarded the full production contract,
20
it could keep its engine assembly line in Muskegon busy for 
the next ten years. Teledyne thought that it had won the con 
tract back in 1987; however, Congress directed the Army 
to conduct a face-off challenge between the Teledyne diesel 
engine and a turbine-powered engine by General Dynamics. 
The long delay in the decision may cause short-term layoff 
for 30 to 40 employees at the plant.
Finally, Holly's Incorporated of Grand Rapids has become 
the new owner of the Muskegon Harbor Hilton. Holly's owns 
the Muskegon Heights Holiday Inn and six other West 
Michigan motels. The former owner was the Carley Capital 
Group based in Madison, Wisconsin, and it was the Group's 
general financial problems, not the profitability of the 
Muskegon hotel, that induced them to sell.
Table M-l 
Muskegon (Muskegon County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F.W. Dodge Division, McGraw Hill Infonnation Systems 
Company, ad count from Muskegon Chronicle and employment data from Michigan Employment Security Commission. National components in Table A-3. 
a. New dwelling unit data are seasonally adjusted annual rates.
Muskegon 















1978 Annual Average 1988 Annual Average
Over the past 10 years, total wage and salary employment remained constant in the Muskegon MSA. The share of 
employment in durable manufacturing fell from 33 percent to 25 percent due to an absolute decline of 4,000 workers. 
The services and retail sectors gained employment share. Combined, the two sectors made up nearly 40 percent of 
the area's total wage and salary employment in 1988, compared to just over 30 percent in 1978.
SOURCE: Michigan Employment Security Commission.
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Definitions of terms as used in this quarterly
Business Cycle Turning Dates: The historical business cy 
cle turning dates used in this report are those designated by 
the National Bureau of Economic Research, Inc. (NBER). 
They mark the approximate dates when, according to NBER, 
aggregate economic activity reached its cyclical high (peak) 
or low (trough) levels.
Central City: An incorporated city or urbanized area defined 
by the U.S. Office of Management and Budget as having the 
largest population in the metropolitan statistical area in 1980. 
For an additional city to be included in the name of an MSA, 
the employment/residence ratio must be at least 0.75, with 
out-commuting of less than 60 percent of that city's resident 
employed workers.
Employment: In this quarterly, "employment" is used in 
stead of the more precise term, "wage and salary employ 
ment." The MESC employment data shown refer to "jobs 
by place of work," or nonagricultural employment.
Manufacturing: The estimate of the number of workers 
on the payrolls of privately owned firms engaged in the 
production of durable or nondurable goods.
Nonmanufacturing: The estimate of the number of 
workers on the payrolls of privately owned firms that pro 
vide services rather than goods. (Construction and min 
ing are included.)
Government: The estimate of the number of workers on 
national, state, or local governmental payrolls.
Historical data: Monthly, quarterly, or yearly information 
for past periods. (Shown in appendix tables.)
Index of Leading Indicators, State & MSAs: A (composite) 
index with seven components (see Tables A-2 and A-3).
Index of Leading Indicators, United States: A (composite) 
index based on 11 major components made up of 60 series. 
Marginal employment adjustment measures include average 
weekly hours in manufacturing employment and average 
weekly initial UI claims. One of the two job vacancy series 
is Help-Wanted Advertising. New private housing units are 
part of the fixed capital investment component. For a com 
plete list see Business Conditions Digest and the 1984 Hand 
book of Cyclical Indicators, The U.S. Department of Com 
merce, Bureau of Economic Analysis.
Initial Claims: A count of the number of new claims filed 
for unemployment insurance (UI) for regular state programs. 
Each initial claim filed indicates a new spell of unemploy 
ment for an experienced worker. In Michigan, to be eligi 
ble for benefits, an individual must have earned wages of 
at least 30 times the state minimum hourly wage (currently 
$3.35) during not less than 20 of the 52 consecutive calen 
dar weeks preceding the benefit year. Each such week is
termed a "credit week." An individual may qualify with as 
few as 14 credit weeks, however, if base period wages have 
been hi excess of 20 times the state average weekly wage 
(currently $433.91).
Michigan Employment Security Commission (MESC):
Michigan Employment Security Commission is a state agency 
that administers the Job Service and the state/federal 
unemployment insurance programs and provides labor 
market information in keeping with state and federal report 
ing requirements.
MSA (1983 definition): In all but New England, one or more 
counties are defined as a Metropolitan Statistical Area if they 
contain the following: a large population nucleus (a central 
city or "urbanized" area) with adjacent communities which 
have a high degree of economic and social integration. Ad 
jacent counties are included if they have 60 persons per 
square mile, and/or substantial 1970 to 1980 population 
growth (20 percent) with 10 percent residing within the ur 
banized area and a commuting pattern with 15-20 percent 
of residents working within the central city or urbanized area. 
MSAs are also defined as major labor market areas by 
the Michigan Employment Security Commission (MESC). 
Those labor market areas outside of the MSAs have the 
peninsula or county name.
National Purchasing Management Selected Components 
Indexed: The national association conducts a monthly survey 
of purchasing managers from a scientifically selected sam 
ple of firms across the nation. Responses indicate only the 
direction of change; the percentage reporting favorable 
changes minus those with unfavorable changes plus 100 
equals the index as shown in this quarterly. For those familiar 
with diffusion indexes, these indexes represent two times the 
percentage reporting a change hi a favorable direction, e.g., 
more new orders. (The favorable count includes one-half of 
those reporting no change.)
Time Series: A set of numbers covering a known interval 
or timespan (e.g., months or quarters) that provide infor 
mation about a well-defined activity, process or group. For 
local series that consistently change direction in advance of 
overall economic activity, see Table A-3. Those measuring 
current or past economic activity are found in Table A-4.
Unemployed: The number of persons in the labor force who 
are without a job or on layoff but not expecting to be called 
back. In order to be counted, an individual must be seeking 
work.
Vacancy Rate: The percentage of all housing units in ex 
isting homes or newly constructed units (visibly ready for 
occupancy) that are empty and therefore unoccupied. Vacan 
cy rates in Michigan MSAs are determined by U.S. Postal 
Service delivery workers as part of an annual survey con 
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SOURCES: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Benton Harbor Herald Palladium, Grand Rapids Press, Kalamazoo 
Gazette and Muskegon Chronicle; United States and Detroit indexes derived from (1967=100) series of The Conference Board.
Table A-2
Index of Leading Indicators (1982=100) 
(Rounded)
Annual averages (Selected years)
Area
Battle Creek MSA. ........
Benton Harbor MSA .......
Grand Rapids MSA. .......




























































































SOURCES: National index from U.S. Department of Commerce, all others from the W.E. Upjohn Institute.
Technical Note
As presently constituted, the components and the range of weights used in the Indexes of Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each metropolitan area 
and for the State of Michigan. Weights range from .32 to .46.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area and for the 
State of Michigan. Weights range from .08 to .12.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each metropolitan area 
and for the State of Michigan. Weights range from .03 to .11.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .09 to .12.
5. The proportion affirms reporting an increase in purchased materials prices. Weights range from .10 to .14.
6. The proportion of firms reporting an increase in purchased material inventories. Weights range from .08 to .12.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). Weights range from .09 to .12.
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Table A-3 
Components of the Index of Leading Indicators
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309 266 258 
257 259 238 
1,064 1,028 975 
329 275 271 
329 302 318
2,275 2,120 2,069 
16,931 17,177 15,059 
305,390 303,700 295,230






































































4. National Purchasing Management Survey (Selected components indexed)b
Annual averages
Component
5. Change hi inventories. .....
6. Vendor performance .......




























































SOURCES: Average weekly hours and initial claims based on information from Michigan Employment Security Commission; number of housing units 
put under contract, F.W. Dodge Division, McGraw Hill Information Systems Company; survey data from the National Association of Purchasing Manage 
ment. Seasonal adjustment by the Institute, 
a. Not available.
b. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting conditions unfavorable to 
economic growth plus 100.
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Table A-4 
Employment Data for West Michigan MSAs and Michigan
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SOURCE: Michigan Employment Security Commission. Seasonal adjustments by the Institute, 
a. Detail may not add to totals because of rounding.
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Table A-5 
Vacancy Rates for Selected Metropolitan Statistical Areas (MSAs) in Michigan
















Ann Arbor .......................... 03/16/88
Battle Creek ......................... 10/14/88
Benton Harbor ....................... 04/05/88
Detroit.............................. 01/17/88
Flint................................ 02/19/88





Saginaw-Bay City-Midland ............. 09/15/88
 End 
 date of 
MSA survey
Ann Arbor .......................... 03/16/88
Battle Creek ......................... 10/14/88
Benton Harbor ....................... 04/05/88
Detroit.............................. 01/17/87
Flint................................ 02/19/88
































































































































SOURCE: Federal Home Loan Bank of Indianapolis.
NOTE: Vacancy rates for United States are not strictly comparable. In 1987/88 vacancy rates published by U.S. Department of Commerce show rental 
housing vacancy rates for the fourth, first, second, and third quarters of 1987/88 at 7.5, 8.0, 7.7 and 7.8 percent. Homeowner housing vacancy rates for 
same periods were 1.6, 1.6, 1.6 and 1.6 percent.
Table A-6
Population by Sex and Age 
Michigan and Five Metro Areas hi West Michigan
Percent Distribution








































































































SOURCE: Michigan Department of Management and Budget, Office of Revenue and Tax Analysis.
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Table A-7 









































































































SOURCE: Business Information Division, Federal Home Loan Bank of Indianapolis.
NOTE: The contract rate shown is for 75 percent loan-to-value ratio, 25-year maturity loans on new single family homes. Alternative plans that allow
mortgage rates to be adjusted, varied, blended, or shared can be arranged at lower rates.
Table A-8 
Consumer Price Index
Consumer Price Index (CPI), U.S. City Average (1982-84=100)
Annual
Year Avg. Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec.



























































































































































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although
the CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs.
All CPI series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather than changes in index
points. Index point changes are affected by the level of the index in relation to its base period while percent changes are not. Examples of computation follow:
100 x 108.6 (1986 annual avg.) - 106.9 (1985 annual avg.) = 1.6% change 1985 to 1986, CPI-W.————————106.9 (1985 annual avg.)
100 x 109.3 (1986 December) - 108.6 (1985 December) = 0.6% change December 1985 to December 1986, CPI-W. 
108.6 (1985 December)
100 x 110.0 (1987 January) - 109.3 (1986 December) = 0.6% change December 1986 CPI-W to January 1987, CPI-W.————————109.3 (1986 December)
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Table A-9 
Selected Labor Market Indicators
(Not adjusted for seasonal variations)




























































































SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (MESC) (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 5.4 percent in September 1988 and 5.3 percent in December 1988. Seasonally adjusted rate for Michigan was
7.2 percent in September 1988 and 7.3 percent in December 1988.
Table A-10
Commercial Banking Data 
Third Quarter 1988
(In thousands of current dollars)
Metropolitan (MSAs)a
Total deposits ...................
Total transaction accounts'5 .......
Nontransaction savings0 ..........
Time deposits <$ 100,000 ........


















































































SOURCE: Federal Reserve Bank of Chicago.
a. Reported data includes deposits and assets in all branches of banks with home offices in the five metropolitan statistical areas (MSAs).
b. Total transaction accounts include demand deposits, automated teller accounts, and NOW accounts.
c. Nontransaction savings include money market depository accounts (MMDA) and IRAs.
d. This category includes both time certificates and open-time certificates over $100,000.
e. Includes loans made to depository institutions, leases, and bankers acceptances, and unearned income.
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Table A-ll 








Benton Harbor MSA. ....
Kalamazoo MSA ........










































































































































































SOURCES: State of Michigan Department of Management and Budget and U.S. Bureau of the Census, 1987 County Estimates.
NOTE: Battle Creek MSA is Calhoun County; Benton Harbor MSAns Berrien County; Kalamazoo MSA is Kalamazoo County; and Muskegon MSA is
Muskegon County.
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